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DIRECTORS’ REPORT TO THE 
SHAREHOLDERS 


Net earnings for 1976 were $15,903,000 or $1.93 
per share compared to $626,000 or $0.08 per share for 
the year 1975. 


Net revenue from mine production, comprising 
revenue from copper, molybdenum and minor values of 
precious metals less applicable smelting, refining and 
marketing charges, increased to $82,940,000 in 1976 
from $51,043,000 in 1975. Production of copper in con- 
centrate increased from 107.2 million payable pounds in 
1975 to 145.7 million pounds in 1976. The price of cop- 
per applicable to the Company’s production moved 
moderately upward to mid-year and then declined to a 
level at the end of 1976 only slightly higher than at the 
beginning of the year. The gross copper revenue price 
per payable pound for the year averaged 65 cents as 
compared to 55 cents in 1975 and 72 cents in 1974. The 
method by which revenue from mine production is 
determined is described in the Accounting Policies sec- 
tion of this Report. 


Earnings before taxes and royalty increased to 
$29,966,000 from $8,162,000 in 1975; these amounts 
are after interest charges on third party loans and after 
deducting interest on income debentures, amounting to 
$4,330,000 to September 30, 1976 when they were 
repaid and $5,379,000 in 1975, which interest was not 
deductible for income and mineral resource tax pur- 
poses. The provision for income and mineral resource 
taxes and government royalty was $14,063,000 in 1976 
compared to $7,536,000 in the previous year. 


The British Columbia government passed new tax 
legislation on June 30, 1976, effective January 1, 1976, 
which resulted in a modest reduction in total income 
and mineral resource taxes otherwise payable for the 
year. While the legislation eliminated government min- 


eral royalties, commencing in 1977, it replaced the 
existing 15% mining tax with a 17.5% mineral resource 
tax and eliminated the deductibility of certain items in 
the calculation of provincial income tax. The new leg- 
islation requires that royalties continue to be paid on 
deliveries made in 1976. However, the amounts paid are 
recoverable by deduction from mineral resource taxes 
payable after January 1, 1976 at the rate of $1.00 of 
deduction for every $3.00 of mineral resource tax pay- 
able. As at December 31, 1976, the Company had paid 
$1,955,000 in recoverable royalties which amount was 
not charged against earnings in 1976 since it is deduct- 
ible from mineral resource taxes that will be payable in 
future years. 


Comparative milling, metallurgical, production 
and shipping data for the years 1976 and 1975 are as 
follows: 


1976 1975 
Tons of ore milled (thousands) 17,016 12,893 
Average tons milled per operating day 
(note) 46,877 38,259 
Average millhead grade 
— copper 0.511% 0.495% 
— molybdenum 0.016% 0.016% 
Average mill recovery 
— copper 86.7% 87.1% 
— molybdenum 69.7% 74.3% 
Pounds of payable metal 
in concentrate produced (thousands) 
— copper 145,712 107,160 
— molybdenum 3,769 3,084 
Pounds of payable metal 
in concentrate delivered (thousands) 
— copper 144,301 117,891 
— molybdenum B82 3,170 


Note: The mine and mill operations were closed for 


holidays for three weeks during August, 1975. 


Although Lornex’ wage rates and the costs of operat- 
ing materials and supplies continued to escalate, unit 
operating costs in 1976 were at the same level as in the 
previous year as a result of improved efficiency 1n opera- 
tions and higher volume. 


The agreement of December 1, 1969, whereby the 
entire copper concentrate production from the two 
existing mill lines was contracted for by a consortium 
of Japanese companies until December 31, 1984, was 
amended on October 8, 1975 to provide for the 
delivery by Lornex of fixed amounts of copper 
concentrate in each of the years 1976 through 1979. 
Under the amending agreement Lornex obtained the 
right to sell elsewhere in each of these years copper 
concentrates available to it from production in excess 
of the revised commitment to the Japanese consortium 
and from accumulated inventories. An agreement with 
another purchaser dated as of May 1, 1975 provides for 
the delivery of fixed amounts of copper concentrates 
through 1979. Deliveries under these agreements, and 
a further delivery in 1976 to another customer, made it 
possible for production to be maintained at higher rates 
than otherwise would have been the case. 


It also was agreed with the Japanese buyers on 
October 8, 1975 that Lornex would grant financiai 
relief on a short term basis by way of temporary 
upward adjustments in the refining charge to be 
deducted from the selling price of shipments made 
from May 1, 1975 through March 31, 1977 and to 
negotiate in good faith during the first quarter of 1977 
such terms and conditions as may be appropriate after 
March 31, 1977, when the temporary adjustments 
expire. These negotiations are currently in progress. 


Net capital expenditures in 1976 were 
$17,115,000. The major items were the purchase of 
open pit haulage trucks, a 22 cubic yard capacity 
electric shovel, tailings system revisions, additional 
employee housing and normal equipment replace- 
ments. In 1976 Lornex embarked on a program to 
increase the capacity of some equipment used in the 
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open pit operation. This comprises the addition of 
seven new 235 ton capacity trucks and the purchase of 
the new 22 cubic yard electric shovel referred to above 
to augment the five 15 cubic yard electric shovels now 
in service. The new shovel and truck fleet, when 
complete, will include the largest excavating and 
haulage units in use in metal mining in Canada. In 
addition, the planned overhaul of the 120 ton capacity 
truck fleet will extend the useful lives of these units. It 
is expected that capital expenditures in 1977 related to 
these programs will be higher than in 1976. 


The third party capital debt arranged to finance 
the original development of Lornex in 1972 totalled 
$86.8 million; in addition Lornex obtained $44.1 
million through the issue of Income Debenture units to 
Rio Algom ($36.1 million) and The Yukon 
Consolidated Gold Corporation Limited ($8.0 million) 
and obtained mortgage financing to develop the Logan 
Lake townsite. Repayment of the third party capital 
debt was completed in 1976 and, under the terms of its 
Income Debenture convenants, Lornex was then 
required to apply all of its available cash to repayment 
of this debt which, together with accrued interest, 
amounted to $71 million at September 30, 1976. This 
debt was repaid in full on that date, mainly from the 
proceeds of new bank loans in the amount of U.S. $70 
million which are repayable on a target schedule basis 
over a five year term. The loans were arranged in 
United States funds primarily because Lornex’ sales 
revenue is in this currency. The interest rate applicable 
to these United States dollar loans is also currently 
lower than on Canadian dollar loans and below the 
8'2% rate applicable to the Income Debentures that 
were repaid; the interest charges on these new loans are 
deductible for tax purposes and dividend restrictions 
are less rigid than those that were in effect while the 
Income Debentures were outstanding. The first 
repayment of U.S. $7.0 million was made on February 
Vis aS rae 


The estimated Lornex ore reserves were increased 
during the year by 98 million tons with an average 
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grade of 0.444% copper and 0.019% molybdenum as a 
result of a program carried out at the mine involving 
examination of new geological data and other technical 
information. The reserves at December 31, 1976 are 
currently estimated to be 500 million tons of ore with 
an average grade of 0.412% copper and 0.015% 
molybdenum. The reserves as now estimated will 
permit continuation of operation well beyond the year 
2000 at the milling rate achieved in 1976. 


The changes made in British Columbia’s mineral 
resource taxation described earlier in this Report have 
resulted in a modest reduction in the total taxes that 
otherwise would have been provided by Lornex in 
1976. The replacement of the royalty based on gross 
sales revenue by a tax on profits is a constructive 
action. However, provincial resource taxes are 
disallowed by both the Federal and British Columbia 
governments for their income taxation purposes. The 
new Federal Government resource allowance which 
replaces the mining tax abatement previously available 
is not expected to be as favorable to Lornex in the long 
term. Having regard to its high risk nature the total tax 
imposts on the mining industry continue to be 
inequitable by any reasonable standard. The 
uncertainty regarding the taxation and regulatory 
policies of the Federal and Provincial governments has 
created a climate in which investment decisions cannot 
be made with any degree of confidence. It is 
regrettable that actions of governments should have the 
effect of discouraging development in mining, which is 
one of the few industries in which Canada can be 
regarded as internationally competitive. 


The legal action that had been initiated in 1975 by 
Lornex in conjunction with other mining companies to 
have the British Columbia Mineral Royalties Act 
declared unconstitutional and to recover payments 
made thereunder, was postponed twice during 1976 
and has now been discontinued at the request of the 
plaintiffs. 


Lornex is subject to the regulatory controls 
established under the Canadian Government’s Anti- 


Inflation Act and Regulations which became effective 
October 14, 1975. Since Lornex’ sales are made 
entirely to export markets, its prices and profit margins 
are not subject to the controls; compensation programs, 
however, are subject to these controls. Collective 
agreements with the production and maintenance and 
office and technical employees, which expired on June 
30, 1976, were renegotiated; the new contracts, which 
will be in effect until June 30, 1978, were amended to 
comply with Anti-Inflation Board decisions. 


Reference was made earlier to the major 
refinancing transactions carried out by Lornex in 
September, 1976. These transactions included 
prepayment of the Income Debentures held by the 
Company’s two principal shareholders and waiver by 
them of a substantial premium on the redemption of 
the Debentures. It was considered essential that the 
Board of Directors of the Company be changed so that 
the refinancing transactions could be considered by 
and, if deemed advisable, be approved by a quorum of 
the members of the Board who were disinterested in 
such transactions. To accommodate this, on September 
8, 1976, Messrs. R. A. Hammond-Chambers, A. F. 
Lowell and J. A. Sadler resigned from the Board and 
Dr. E. B. Gillanders and Messrs. D. M. Clark and B. 
C. Irwin were appointed to take their places; Mr. J. R. 
MacDonald was also appointed a director to fill a 
previously existing vacancy. 


Dr. E. B. Gillanders and Messrs. D. M. Clark, B. 
C. Irwin and J. R. MacDonald are not presenting 
themselves for re-election as directors so that there will 
be four vacancies on the Board of Directors to be filled 
at the forthcoming Annual General and Extraordinary 
General Meeting. It is intended that Messrs. R. A. Ham- 
mond-Chambers and A. F. Lowell, both of whom had 
served on the Board of Directors of Lornex prior to Sep- 
tember 8, 1976, Mr. H. A. Pakrul, Vice-President, Con- 
troller of Rio Algom and Mr. J. Van Netten, Treasurer of 
the Company and Vice-President, Treasurer of Rio 
Algom, will be elected to fill these vacancies. Mr. K. 
Kawakami has reached retirement age under the Com- 


pany’s policy with regard to directors and accordingly will 
not present himself for re-election as a Director. It is 
intended that Mr. A. Fujisaki, President of Sumitomo 
Metal Mining Co., Ltd., will be elected to fill the vacancy 
created by Mr. Kawakami’s retirement from the Lornex 
Board of Directors. 


Mr. J. A. Sadler, who was a director of Lornex 
from September, 1965 to September, 1976, will retire 
as a Vice-President of Rio Algom in 1977 and will not 
present himself for election to the Lornex Board of 
Directors. Mr. Sadler made major and valuable 
contributions to Lornex during its critical early years. 
His fellow directors wish to record their appreciation 
for the distinguished manner in which he has served 
the interests of the Company. 


At a directors’ meeting following the Annual 
General Meeting of Shareholders held on April 27, 
1976 Robert D. Armstrong, formerly President and 
Chief Executive Officer of the Company, was elected 
Chairman and Chief Executive Officer, and George R. 
Albino, who had been a Vice-President of the Company, 
was elected President and Chief Operating Officer. 


The Directors of the Company wish to record 
their appreciation of the loyal and diligent efforts of all 
the individuals who contributed so substantially to the 
improvements that were achieved in all aspects of the 
Company’s operating and commercial activities during 
1976. 


On behalf of the Board 


R. D. Armstrong, 
Chairman and 
Chief Executive Officer 


G. R. Albino, 
President and 


ing Officer. 
Vancouver, B.C., Chief Operating Officer 


February 22, 1977. 
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Auditors’ Report 


To the Shareholders of 
Lornex Mining Corporation Ltd.: 


We have examined the statement of financial position of Lornex Mining Corporation Ltd. 
as at December 31, 1976, and the statements of earnings, retained earnings and changes in 
financial position for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the 
company as at December 31, 1976, and the results of its operations and the changes in its 
financial position for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Vancouver, British Columbia COOPERS & LYBRAND 
February 3, 1977 Chartered Accountants 


ACCOUNTING POLICIES 


The principal accounting policies followed by Lornex Mining Corporation Ltd. are 
summarized hereunder: 


REVENUE FROM MINE PRODUCTION AND VALUATION OF 
CONCENTRATES AWAITING SHIPMENT 


Production is valued and taken into income as revenue from mine production at 
estimated realizable metal prices less provision for possible fluctuation in price; 
concentrates awaiting shipment are also valued on this basis. Adjustments are made to 
revenue from mine production with respect to concentrate shipments when the actual 
metal price is known and the final weight and assay adjustments are determined. 
Estimated smelting, refining and marketing charges are accrued at time of production 
and these charges are also adjusted with respect to shipments when the final weight and 
assay adjustments and marketing charges are determined. 


At December 31, 1976 inventories of 35.0 million payable lbs. of copper and 0.8 million 
payable lbs. of molybdenum contained in concentrates awaiting shipment were valued as 
described above. 


CONVERSION OF UNITED STATES CURRENCY 


The accounts in United States currency are stated in Canadian dollars on the following 
basis: 


Current assets and current liabilities at year end exchange rates; all other assets and long 
term liabilities at rates in effect at time of transactions, and revenues and expenses at 
actual rates prevailing during the year. 


MINE SUPPLIES 


Mine supplies are valued at average cost. 


DEPRECIATION AND AMORTIZATION 


Depreciation is provided on mining equipment on a straight-line basis over the shorter 
of its physical life or the estimated life of the mine. The cost of plant and equipment, 
mining properties and preproduction expenditures is amortized on a unit-of-production 
basis over the estimated life of the mine. 


INCOME AND MINERAL RESOURCE TAXES 


Income taxes are based on reported income which differs from taxable income. 
Differences arise when some revenues and costs, principally depreciation and mine 
development expenses, are reflected in different time periods for the financial statements 
than for income tax purposes. The tax effect of these timing differences is recognized in 
the accounts as deferred income taxes. This method is also being followed with respect 
to provincial mineral resource taxes. 


[LOMI@X MINING CORPORATION LTD. 


Incorporated under the laws of British Columbia) 


Statement of Financial Position 
DECEMBER 31, 1976 


($000’s omitted) 
CURRENT ASSETS: BS ae 
XS As PACES MOLiMbeT IIE OC POSI LG eats 82, kerr tacae ss aissssctereduan we ta beee ax naactiont aac neeensuees $ 19,825 $ 10,141 
Accounts and settlements receivable and prepaid expenses (note 4) ...........cec0000 8,797 14,336 
Goncenizates awaiting slipment: (Otte 4) <.5,....)acgescscsapes Aeseaceocasavecstversestscucestardeakeences 20,985 17,502 
PP RUOROU PELE SoU LLOLC 1 |r etree eect cre CaN ck Aree retal chee Pe aoe aes Woh ns ee esas kane Rt 10,185 8,667 
DEN aires Mees Essar iad pee caw sonar sus vai ddeasnneed fader ve Pusdedveesasudebectenasers 59,792 50,646 
ess: 
CURRENT LIABILITIES: 
ACCOUMUSe payable anGACCrUed Na bilities ca 12, sese scenes -< coe oes «sceeessatcses the steuceseetecaceeecee 12,523 11,694 
Eva VZA LemEO MINA el BOLIC ATNITEG, Coy 2 ct occas sees ca ceues at olecvn ies dovuck sos ves estes uvesaenserveveevneiah 239 957 
Provicialy mineraliresource taxes and royalties: payable c...i2.....2:<-c.scascoseaveeeneenee=- 5,721 2,730 
Monezeteraucebr due withinmone year (NOt) asec se acvcssceesetrcennschcaersantentnsccustene 6,818 11223 
TEGREN. 52 cto ori ncc a R e ee e EEE EER EI eee ene 25,301 26,604 
SAIN SUIS Gal G7 Ua BA We ORE oe ae er ne es PE oe 34,491 24,042 
ianeanadscduipment, IessideprectatiOn (MOLE 2). iis. scaszvossc0neerecesesvessoesars  sunesbeesenso‘ngheore 97,990 87,022 
Mining properties and preproduction expenditures less amortization (note 3) ......... 39,660 41,516 
137,650 128,538 
POmAtenS or loners o CURRENT IA BIE DT LES sich cesveccsus qystier.ctececceosearos 172,141 152,580 
Deduct: 
DROIT OMLC LATING NU INOLE 2) er setae eee crac eects odes cs tees aa pstees evstvosshacctaoneraccdeiecaesecaatsesaetiors <-> 62,263 66,952 
Welcrredimcomerand: mineral TESOULCE CANES. .secr.cqcep-ccessucw.toscosadecsevesosesessur suc soasers: 28,535 20,390 
90,798 87,342 
PG r octO Peo Sb S72 OVER CTA BILLY TES sixtiow-coccttaracsnceseostcnsavaesrctsunrestscviatesss $ 81,343 $ 65,238 
OWNERSHIP EVIDENCED BY: 
Capital stock (note 5) 
Authorized — 
9,500,000 common shares, par value of $1.00 each 
4,500,000 Class A shares, par value of $1.00 each 
Issued — 
82 55.002 Common: shares (8,226,002 Shares 10) 1975)! ...cvsvursssoccencsecwestseraveons $585253. pe sec 
Premium less discount on shares issued for cash (includes $175 premium on shares 
issued under stock option plan in 1976 and $64 in 1975) ......eeseseeeneeneeeteeees 3,197 3,022 
Pera O Me ANIC S ene eee ope cese tree cs i ncetss okt Pana jase asustr acces sarocoseusife>sprocsenausomesnnrhertacne'ccons 69,893 53,990 
icc 0-3 | Me Ot NTR Sn en Se gene ges va seca a doe od pba svausisasvacwnetunsaced cious somsictivas cuweve ce $ 81,343 $ 65,238 
Approved on behalf of the Board: 
NEIL B. IVORY, Director R. D. ARMSTRONG, Director 


Statement of Earnings 
YEAR ENDED DECEMBER 31, 1976 


($000’s omitted) 
1976 1975 
REVENUE: 
Net revenue: from: mine, production yg ncccrsc: eee eee ae ee een $ 82,940 $ 51,043 
Tnvestmeéent-and other Ancomes eee eee eee ee re ee 1,503 842 
84,443 51,885 
EXPENSES: 
Operating COSTS ics.c.0ssess¢s0nnresouredoasesostevesescstavagseensodesencauticlsstnasten seco secetaenestens eaeoeare ee 33,972 25,141 
Administrative and general Expenses 2i.-cecvcssceseccnvastastetssscu ro scucets teens eieowas steer ost 6,913 5,677 
Amortization-and depreciation... tee ee ere eee ee 8,002 5,917 
48,487 36,735 
Operating Profit :..akcsceivccsoaeosvaussnessmvetapiiererasek ose tasers Sings een a eenaceee cae ete ne ener erate 39,956 15,150 
Interest-on long: term. debt, ..<.\..stie. caste ie esse cence tenes corset cee eee eee eee ee 5,990 6,988 
Rarnings betore taxes and ‘royalty crc cccees cet are een tee screener 29,966 8,162 
Income and mineral resource taxes and government royalty 
west COUP TENE oboe aces cosawaccotocnssaberct sort acuee te coches Toten Re ese en nce Seen erent ees 3,963 1,961 
ms POT ELT Od "sap cetscocens scons scat eecemenceg snc tee Meets eae Semmemnre serrate emcee nntcy ae eeter eee nae eee 10,100 DD 
14,063 7,536 
NET BARNINGS POR TH EY BA Rovers ee ee ee eee $ 15,903 $ 626 
NET EARNINGS: PERVSHARE Biers cee ee reer eee ee $ 193 $ 0.08 
Statement of Retained Earnings 
YEAR ENDED DECEMBER 31, 1976 
($000’s omitted) 
1976 1975 
BALANCE; beginning Of yeaty-cess acre tecre te ee eee cere erm ne re $ 53,990 $ 53,364 
Net.earnings for theyear f.ac.c, ee cicero cee ee 15,903 626 
BALANGE, :end) of: year Warr ccsstesrcesece career teatro eee ee eee $ 69,893 $ 53,990 
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Statement of Changes in Financial Position 
YEAR ENDED DECEMBER 31, 1976 


($000’s omitted) 
SOURCE OF FUNDS: 1976 1975 
Operations 
UNG DRE AINE Po Bt ORCC RVC AL ge ete cerca te0cs feito eltenw itt ah satye hottest cecedbotouesn dupe eo tcosmnreceteke $ 15,903 $ 626 
Add charges against earnings not involving current outlay of funds: 
ENMU OT EI NO lie ler cl (CEPT CCL ATION er eke vavecics ec coyaeeck cate oy tasus oes skis coharce seer aa sUie oTaS 8,002 5,917 
PaeresieG ae Commer EDEN T CS ct eccccsten e-store. auto tee eee ange iccde eons eres 4,330 5,379 
Melerredsincome and mineral resource LAKES. cisc.ccckccs sc saccereessestenesssseesesaestetssavecers 10,100 AIS 
Weta PIG sett ClO PCL ALON Se wanes recs crete str cucec ave rsdeee wc ape ec cacc crest osu case esyeta see eeesce tauehe 38,335 17,497 
HB ebet BLOAT ial os DT OSU) ere, ey Sie sasoces cP vanes voutsetonsn ota sai y Wed sEagecztigoeedeceves sotscsanc Ge 68,183 — 
PAUSINI AILS LICE feece teen A etese 2 tes cse Saves ax oa sas dooae scrteasosue Se sutra eiiseueratedie~oaees se aecanitvawes ests 630 86 


ESslicnOlecOciimon siates Under stock Option: Plan 2s .-ece.ccccesteseereecse-e.cecesecce-cexe-orenawe-axe 202 74 


107,350 17,657 


DISPOSITION OF FUNDS: 


Px pendituress om plantraneseqttl pie (MEL) erst nsccersnt:-.c02c2-eteeovecsecetenceeeategcazereerer oneness 17,115 2,794 
IRE TEUINSS ASSETS 8) GS accent se cece React OEE Reece ere ee ga eo 1,955 ~ 
Reduction of long term debt: 
Repay mentor tnacome Debentures and accrued interest (12: sec. -<coecssaseesscarassasancneses 71,013 - 
Ce Ay aC Pee et CEI on fe NRO ges rcv due shaor enna pesussensd cxanutebbecssoenh is — 16,877 
Pana LO ALICIA Oe See OU) merece, cence rele cvesessscscae-omecheoasa sash oiqvasacstewecuansdontiantinescens ties 6,818 ~ 
96,901 19,671 
UNGREASE (DECREASE IN: WORKING CAPIGALS ca iacc.cgsncasccenctestadsscnsrassvee 10,449 (2,014) 
NYS HIN Gate AEM le nh lenge OTR GUO sy Cali vee use-tenceenses. cones. ca -aeteuson euomesnseotvavdeteeewecets 24,042 26,056 
DN OES KOMIN Gs BAL WA We lICUOL EY CAN arrscexccrescte cock sts cuadsderyd.tur snavodssaveseutpncnsserdosvntorsboments $ 34,491 $ 24,042 


Notes to the Financial Statements 
DECEMBER 31, 1976 
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ACCOUNTING POLICIES 


The information on pages 7 and 8 presents a summary of certain accounting policies and is an integral 


part of these financial statements. 


PLANT AND EQUIPMENT 
1976 
Plant and: equipment at COSWs cst ccc ces- che rectas acces tenet cen oc ones $122,939,728 
Less accumulatedudepreciationeacs.an ate cee eee 24,949,351 


$ 97,990,377 


MINING PROPERTIES AND PREPRODUCTION EXPENDITURES 


1975 


$106,841,010 
19,819,609 


$ 87,021,401 


1976 1975 
Mining properties” at 'COSE casecu cere -cescereeos a peters tte eee meee ae $ 1,233,179 Sh 215.281 
Dessvaccumulatedsamortizationyers 2am. cee re eee 173,874 133,035 
1,059,305 1,082,246 
Preproductionvexpenditures) atecost)-.cn. ete 46,213,477 46,214,117 
LESS ACCUINU Abed aMOrliZalione: et eee ee etc eee 7,612,565 5,780,222 
38,600,912 40,433,895 
$ 39,660,217 $ 41,516,141 

LONG TERM DEBT 

1976 1975 
S74 Jom NOLES ee strtiee Meier eves uree toners tncesce teense nn eee Re ae ae $ = $ 11,223,243 

ess portion inchided*in currentiliabilities .. 5-5 eee - 11,223,243 
Long Steriml | POLtlOn gc ntesa acsteecaeercs-aee ates eect Ree one _ - 
Bankgloans:-(U),0.7 0,000,000) ter create ace ceeasenee tern eee 68,182,750 — 

Less portion included in current liabilities (U.S. $7,000,000) 6,818,275 - 
Long sterm:, portion:( U5. 563,000,000) ir renee eee 61,364,475 
Housing: loans mtcecomssaencstets cratcpnesreterracitien a eee eee eee 898,373 267,648 
82% Series A Income Debentures due December 31, 1985 ....... - 44,093,000 
Accrued interest.on, Incomes Debentures se ee eee - 22,590,663 


$62,262,848 


$ 66,951,311 


The 82% Income Debentures due December 31, 1985 and the accrued interest thereon were repaid in 
full on September 30, 1976, comprising principal payments of $44.1 million and accrued interest of 


$26.9 million; the parent company, Rio Algom Limited, received $58.5 million of these amounts. The 
holders of the Income Debentures agreed to waive an early redemption premium of 842% in consideration 
for early repayment. Funds for the repayment were obtained on September 30, 1976, mainly from the 
bank loans of U.S. $70 million described below. 


Repayment of the bank loans is secured by general assignments of the accounts and settlements 
receivable and by registered assignments under Section 88 of the Bank Act of all concentrates awaiting 
shipment and mine supplies. The interest rate on these loans is 1% above the minimum rate charged by 
the Canadian Imperial Bank of Commerce for United States dollar loans made in Canada; the December 
31, 1976 rate payable was 712% per annum. 


Under the terms of the bank loan agreement the Company is required to repay, on February 15 and 
August 15 in each of the years 1977 to 1981 inclusive, a principal amount equal to the lesser of 75% of 
the available cash flow as defined or U.S. $7,000,000. 


5. CAPITAL STOCK 
During the year 27,000 common shares were issued for $201,879 cash under a Stock Option Plan. 


At December 31, 1976, 45,700 common shares were reserved for issue under a Stock Option Plan. 
Options may be granted to employees of the Company or of Rio Algom Limited. Outstanding options 
have been granted to purchase 19,600 common shares at prices varying from $7.20 to $8.65 per share; 
these options expire on varying dates from April 19, 1977 to April 22, 1980. 


Payment of dividends is not restricted under the bank loan agreement provided that a minimum prin- 
cipal repayment of U.S. $7,000,000 has been made semi-annually commencing February 15, 1977 and 
that the Company’s working capital is maintained at not less than $30,000,000. 


6. COMMITMENTS AND CONTINGENT LIABILITIES 


(a) Rio Algom has agreed to supervise and manage the business of the Company until December 1, 
1984. The 1976 management fee was $250,000 and the fee for future years is $500,000 per annum 
escalated in accordance with a formula based on published government indices and subject to a max- 
imum based on a percentage of the earnings before taxes. 


(b) The Company has a contingent liability to buy back houses and mobile home lots at the Logan Lake 
townsite for $5,825,019 until December 31, 1982. 


(c) Estimated total cost to complete approved capital expenditures at December 31, 1976 was approxi- 
mately $14,515,000 of which $10,303,000 was committed. 


(d) The Company is subject to the regulatory controls on prices, compensation and dividends estab- 


lished under the Canadian Government’s Anti-Inflation Act and Regulations which became effective 
October 14, 1975. 


7. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate direct remuneration paid or payable by the Company to the Directors and Senior Officers of 
the Company was $315,016 in respect of the year ended December 31, 1976. In addition, amounts, charged to 
earnings in prior years in respect of discretionary deferred bonus awards, totalling $46,500 became payable to 
those individuals during 1976. 


LORNEX MINING CORPORATION LTD. 


STATEMENT OF CHANGES IN 
FINANCIAL POSITION 


for the six months ended June 30, 1976 
(000’s omitted) 


1976 1975 
Source of Funds: 
Operations 
Net earnings for the period $ 8,260 $ 622 
Add charges against earnings 
not involving current 
outlay of funds: 
Amortization and depreciation 3,796 2,928 
Interest on Income 
Debentures, etc. 2,856 2,611 
Deferred income and mineral 
resource taxes 8,850 3,818 
Total funds from operations D3 2 9979 
Housing loans (net) 707 140 
Issue of common shares under 
stock option plan 28 - 
24,497 10,119 
Disposition of Funds: 
Expenditures on plant and 
equipment (net) 2,189 1,346 
Royalties recoverable 1,309 - 
Buyback of houses (net) — 168 
Reduction of long term debt 
8 3/4% Notes ~ 5,835 
3,498 7,349 
Increase in Working Capital 20,999 2,770 
Working Capital, beginning 
of period 24,042 * 26,056 
Working Capital, end aa 5 RevisSL a os 
of period $ 45,041 $ 28,826 
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Lornex Mining Corporation Ltd. 


Interim Report to the Shareholders 


For the six months ended June 30, 1976 


TO THE SHAREHOLDERS: 


Net earnings for the first six months of 1976 were 
$8,260,000 compared with $622,000 for the same 
period in 1975. The comparative earnings per share of 
common stock were $1.00 and $0.08 respectively. 


The increase in net earnings was mainly due to 
higher net revenue from mine production, resulting 
from improved copper prices and increased production, 
partly offset by higher expenses and increased income 
and mineral resource taxes. 


Copper prices have shown a rising trend since mid- 
February and London Metal Exchange prices were 
about 75 cents per pound in mid-July; in contrast LME 
prices dropped slowly through the first half of 1975 
and were approximately 56 cents per pound in mid- 
July, 1975. 


Copper production was up about 24% in the 
first six months compared to last year’s first half due to 
increased tonnage milled, partly offset by slightly 
lower mill head grades. As _ previously reported, 
production levels at the Lornex mine have been 
increased in 1976 due to additional deliveries of copper 
in concentrate to a United States company; these 
deliveries commenced in May, 1975. The average daily 
milling rate was 45,559 tons per operating day in 1976 
compared to 35,827 tons per day last year. 


The comparative milling, metallurgical and pro- 
duction data for the first six months of each year 
were as follows: 


1976 1975 
Tons of ore milled (thousands) 8,155 6,413 
Average tons milled per 
operating day 45,559 BSeo2i 
Average mill head grade 
— copper 0.476% 0.502% 
— molybdenum 0.017% 0.017% 
Average mill recovery 
— copper 89.5% 87.6% 
— molybdenum 77.7% 79.4% 
Pounds of payable metal in 
concentrate produced 
(thousands) 
— copper 67,358 54,284 
— molybdenum 2,087 1,694 


Expenses have increased about $4.4 million in total 
over the comparable period of last year. Operating costs 
and administrative and general expenses were higher but 
costs per ton milled were slightly lower in the first half 
of 1976 than for the comparable period in 1975. The 
favourable effect of increased production on unit costs 
more than offset the unfavourable effects of higher unit 
prices for labour and materials. The increase in amortiza- 
tion and depreciation was due to increased production. 


Production of copper in concentrates was 67.4 
million pounds for the six months and shipments for the 
period totalled 75.9 million pounds. Inventory was 25.1 
million pounds as June 30, 1976 compared to 33.6 
million pounds at December 31, 1975 and 56.3 million 
pounds at June 30, 1975. 


The British Columbia government passed a new 
Mineral Resource Tax Act on June 30, 1976, effective 
January 1, 1976, which resulted in a slight reduction in 
taxes otherwise payable for the first six months of this 
year. While the Act eliminated government royalties, 
commencing in 1977, it replaced the existing 15% 
mining tax with a 17.5% mineral resource tax, and 
eliminated the deductibility of certain items in the 
calculation of provincial income tax. 


Royalties will have to continue to be paid on 
deliveries made in 1976, but the total amounts paid in 
1976 will be recoverable by way of deductions from 
mineral resource taxes payable from January 1, 1976 
onward, at the rate of $1.00 deduction for every $3.00 
in mineral resource tax payable. 


Collective bargaining agreements have been signed 
with the United Steelworkers of America and have been 
submitted to the Anti-Inflation Board for approval. The 
previous contracts expired June 30, 1976 and the new 
contracts will expire June 30, 1978. 


Repayment of the Company’s 8 3/4% Notes was 
completed by a final payment of $1.7 million on 
May 17, 1976. 


R. D. ARMSTRONG 
Chairman and 
Chief Executive Officer. 


G. R. ALBINO 


President and 


August 6, 1976. Chief Operating Officer. 


LORNEX MINING CORPORATION LTD. 


STATEMENT OF EARNINGS 


for the six months ended June 30, 1976 
(000’s omitted) 


1976 1975 
Revenue: 
Net revenue from mine . 
production $ 41,884 $ 27,440 
Investment and other income 637 BA 
42,521 28,011 
Expenses: 
Operating costs 16,211 13,188 
Administrative and general 
expenses 3,267 2792 
Amortization and 
depreciation 3,796 2,928 
23,274 18,908 
Operating profit 19,247 9,103 
Interest on long term debt 3,074 3,549 
Earnings before taxes and 
government royalty 16,173 5,554 
Income and mineral resource 
taxes and government 
royalty 7,913 4,932 
Net earnings for the period $ 8,260 $ 622 
Net earnings per share of 
common stock $ 0.08 


$ 1.00 


Approved on behalf of the Board: 


R. D. Armstrong, Director 
G. R. Albino, Director 


Subject to year end audit and adjustments. 


